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2.13 Municipal manager's quality certificate 


Abbreviations and Acronyms 
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Partl-’ANNUAL BUDGET 

Mayor’sReport 
1. Introduction 

I am hereby presenting the Draft Annual Budget, Draft Service Delivery Budget 
Implementation Plan (SDBIP), and IDP for the 2017/2018 MTREF. The budget that I am 
presenting was prepared in accordance with the Municipal Finance Management Act, (Act 
56 of2003) and complies with Generally Recognized Accounting Practices as applicable to 
Local Government. 

This budget midst of the on-going global economic crisis, are presented in a time when 
municipalities throughout the country are struggling to get their economies working again. 
As an elected representative, I am duty bound to report on occasions like these properly on 
the execution of our mandate. 

I therefore Councillor’s, make this bold statement: “We are responsible Political Office 
Bearers that will uphold die constitution at all times; furthermore, as Political Office 
Bearers we believe we had appointed suitably qualified professionals to administrate this 
Budget meticulously and having the interest of the people at heart. It is in our interest to 
make IKheis Municipality our competitive and attractive entity to both domestic and 
foreign investors. 

This budget is a forecast of revenue and expenditure, it is a projection of future financial 
activities and must be used as aguiding tool. It would be a futile exercise when this tool is 
not utilised to achieve our developmental imperatives to change the lives of the IKheis 
communities. 

The budget is a planning tool and instrument to manage public funds to improve the quality 
of life of all our people, and this we do through planning, allocation, control and proper 
accounting. 

We do acknowledge that the municipality is not a profit making organization and must be 
maintained as a go ing concern; therefore acknowledging the increasing cost of service 
delivery. We are forever adapting our strategies to suit prevailing economic circumstances, 
as we cannot isolate ourselves from the global economy. 

Our biggest challenge is unemployment and to stimulate the rural economy. Although our 
focus is shamelessly pro poor, we have come to the realisation that with our own resources 
only we would be unable to achieve significant change in the municipal area. We need the 
goodwill and intervention of all government departments, state owned enterprises, the 
private sector and civil society. 

The Council use this opportunity to govern and change people’s lives with strategic 
interventions, especially the deprived and unemployed. We are working tirelessly to unlock 
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I thank you! 


1.2 Council resolutions 

On 03 April 2017 the Council of IKheis Municipality met in the Council Chambers to 

consider the Annual Budget of the municipality for the financial year 2017/2018 and the 

two outer years. The Council, acting in terms of section 24 of the Municipal Finance 

Management Act, (Act 56 of2003) approves and adopt the following resolutions: 

1.1 The annual budget of die municipality for the financial year 2017/2018 and the multi¬ 
year and single-year capital appropriations as set out in the following tables: 

1.1.1 Budgeted Financial Performance (revenue and expenditure by standard 
classification) 

1.1.2 Budgeted and Financial performance (revenue and expenditure by municipal vote) 

1.1.3 Budgeted Financial Performance (revenue by source and expenditure by type); and 

1.1.4 Multi-year and single-year capital appropriations by municipal vote and standard 
classification funding by source. 

1.2 The financial position, cash flow budget, cash-backed reserve/accumulated surplus, 
asset management and basic service delivery targets are approved as set out in the 
following tables: 

1.2.1 Budgeted Financial Position 

1.2.2 Budgeted Cash Flows 

1.2.3 Cash Backed reserves and accumulated surplus reconciliation 

1.2.4 Asset Management; and 

1.2.5 Basic Service Delivery Measurement 

2. The Council of IKheis Municipality, acting in terms of section 75A of the Local 
Government Municipal Systems Act (Act 32 of2000), approves and adopt with effect 
from 1 July 2015 the following tariffs for all services: 

2.1 The tariffs for property rates 

2.2 The tariffs for supply of water 

2.3 The tariffs for sanitation services 

3. The Council of IKheis Municipality, acting in terms of section 75A of the Local 
Government Municipal Systems Act (Act 32 of2000), approves and adopt with effect 
from 1 July 2017 the tariffs for other services. 

4. To give proper effect to the municipality’s draft annual budget, the Council of IKheis 
Municipality approves: 
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be affordable to our communities, particularly the unemployed, the vulnerable and 
indigents. 

> A ging and poorly maintained water and roads infrastructure. 

> Unavailability of own funding for capital budget; and 

> Inability to raise capital 

> The on-going difficulties in the national and local economy. 

>■ Implementation of municipal Standard Charts of Account, municipal funds 

> Reinstatement of suspended employees and to make provision for them in the 
mSCOA organizational structure. 

> Preparation and finalisation of the 2017/18 organizational structure with relevant 
salary scales. 

> Interest on outstanding debt. 

The following budget principles and guidelines directly informed the compilation of the 
2017/2018 MTREF. 

> The 2017/18 Approved Budget priorities and targets, as well as the base line 
allocations contained in that Approved Budget were adopted as the upper limits for 
the new baselines for the 2017/2018 Draft MTREF Budget. 

> Compliance with laws and regulations 

> Previous commitments and existing contracts 

> Affordability of tariff and property rate increases in line with inflation as measured 
by the CPI, except where there are price increases in the inputs of services that are 
beyond the control of the municipality, for instance the cost of bulk water. In 
addition, tariffs need to remain or move towards being cost reflective, and should 
take into account the need to address infrastructure backlogs. 

> There will be no budget allocated to nationai and provincial funded projects unless 
the necessary grants to the municipality are reflected in the national and provincial 
budget and have been gazetted as required by the annual Division of Revenue Act. 

> The budget must be spent in full, and all grants must be utilised in full. 

In view of the aforementioned, the following table is a consolidated overview of the 
2017/2018 mSCOA Medium-Term Revenue and Expenditure Framework. 


Table 1 Consolidated Overview of the 2017/18 MTREF 


R Thousand 

Approved Budget 
17/18 

BudgctYearl8/l 

9 

Budget Yearfl 
19/20 

Budget Year 
+2 

20/21 


R'000 

R'OOO* 

irooo 1 

R'OOO 1 

Iota] Operating Revenue 

44 920 

47 652 

50545 


Total Operating Expenditure 

62 039 

64754 

6S 64C 


Surplus/fDcficit) 

(17 5191 

(187225 

(187415 


Total Capital Expenditure 

18 298 

19108 

19 964 



Total operating revenue has increase by 1% for the 2017/18 financial year compared to the 
2016/17 Approved Adjustment Budget, due to the following reasons: 

> increase in property rates payments, property rates reconciliations with stands in the 
municipal environment, 

> increase in service charges and 
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> Achievement of full cost recovery of specific user charges especially in the relation 
to trading services; 

> Determining the tariff escalation rate by establishing/calculating the revenue 
requirement of each service; 

> The municipality’s Property Rates policy approved in terms of the Municipal 
Property Rates Act, 2004 (Act 6 of2004) (MPRA); 

> Increase ability to extend new services and recovery costs; 

> The municipality’s Indigents Policy and rendering of free basic services; and 

> Tariff policies of the municipality. 

The following table is a summary of the 2016/2017 MTREF revenue (classified by main 
revenue source): 

Table 2 Summary of revenue classified by revenue source 


13 


IKheis Local Municipality _ ZO17/18MTREF Budgetl5 

Table 3 Percentage growth of revenue by main revenue source 


NC064 IKhala • Table A4 Budgeted Financial Performance (revenue and expendllura) 


Description 

Ref 

2013/14 

2014/15 

201916 

Current Year 2016/17 

2017/18 Medium Term F 
Expenditure Frame 

Ljvenue & 
work 

R thousand 

1 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 
Forecast 

Pre¬ 

audit 

outcome 

Budget 

Year 

2017/16 

Budget 

Y«r*1 

2018/19 

Budget 
Year +2 
2019/21 

Revenue Bv Source 












Property rates 

2 

- 

- 

- 

- 

- 

- 

- 


4985 

5284 

Service charges - electricity revenue 

2 

- 

- 

- 

- 

- 

- 

- 


- 


Service chaiges - water revenue 

2 

- 

- 

- 

- 

- 

- 

- 


5109 

5416 

Service chargee - sanitation revenue 

2 

- 

- 

- 

- 

- 

- 

- 


1972 

2090 

Service charges - refuse revenue 

2 

- 

- 

- 

- 

- 

- 

- 

2651 

2810 

2978 

Service cltaiges - other 









- 

- 

- 

Rental of fstifftes and equipment 









549 

549 

549 

Interest earned -external fovestments 









245 


275 

Internet earned - outstanding debtors 









150 

ffifl 

169 

DMdends received 










- 

— 

Fines, penalties and forfeits 









64 

68 

72 

Licences and permits 









8 

9 

9 

Agency sendees 










1813 

1921 

Transfers and subsidies 









25 m 

25534 


Other revenue 

2 

- 

- 

- 

- 

- 


- 

2228 

2399 

2576 

Gains on disposal of PPE 









746 

791 

938 

Total Revenue {excluding capital 
transfers and contributions} 









44020 

47552 

90545 


In line with the formats prescribed by the Municipal Budget and Reporting Regulations, 
capital transfers and contributions are excluded from the operating statement, as inclusion 
of these revenue sources would distort the operating surplus/deficit. 

Revenue generated from rates and services charges forms a significant percentage of the 
revenue basket for the municipality. In the 2016/2017 adjusted budget, revenue from rates 
and services charges total R9.3million. Revenue particularly from property rates has 
increased by 5.67% from 2016/17 mainly due to the proposed annual increase indicated by 
National Treasury. This amount might increase, depending on the developments currently 
taking place in the municipal area. Supplementary property valuations will also be 
conducted on those properties in terms of Municipal Property Rates Act in 2014. The 
municipality previously lost significant amounts of revenue due to incorrect billing of such 
properties for rates and taxes. Water revenue has also seen slight increase of 6%, from 
2016/2017. The water department plans to reduce water losses from the current levels to 
about acceptable levels. The process will involve tight monitoring of the water distribution 
network as well as eliminating failures in water distribution equipment. More water is 
expected to be tapped from the municipal water plants to ease water deficiencies in various 
parts of IKheis Municipal area. Distribution losses reports will be complied and submitted 
on a monthly basis to measure and minimize water losses/revenue losses in the municipal 
area. 
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affordability of services were taken into account to ensure the financial sustainability of the 
municipality. 

National Treasury continues to encourage municipalities to keep increases in rates, tariffs 
and other charges as low as possible. Excessive increases are likely to be 
counterproductive, resulting in higher levels of non- payment. Bases on these National 
Treasury also encourage municipalities to look at the economic factor to also determine if 
die charges of services are market related or not, this can result in undercharge of services 
which is not good in terms of cash flow for the municipality in comparison to the cost to 
supply the service. Tariffs will be determined by taking the cost of supplying the service to 
determine to tariff suitable to charge per unit cost. Currently the municipality can’t 
measure whether the tariffs are cost effective and with the implementation of mscoa at the 
01 July 2017 we will be able to measure it. 


1.4.1 Property Rates 

Property rates cover the cost of the provision of general services. Determining the effective 
property rate tariff is therefore an integral part of the municipality’s budgeting process. 
Property rates tariffs are based on the latest property valuations which were conducted 
during 2014/2015 by DDP Valuers. The following valuation will take place during the 
2017/18 financial year which will have a partial impact on the property rates for the 
financial year under review. 

National Treasury’s MFMA Circular No. 51 deals, inter alia with the implementation of 
the Municipal Property Rates Act, with the regulations issued by the Department of Co¬ 
operative Governance. These regulations came into effect on 1 July 2009 and prescribe 
Ihe rate ratio for the non-residential categories, public service infrastructure and 
agricultural properties relative to residential properties to be 0.25:1. The implementation 
of these regulations was done in the 2009/2010 budget process and the Property Rates 
Policy of the Municipality has been amended accordingly. The municipality reviewed the 
property rates policy and give it more detail on the calculation of property rates on 
different categories, sub categories and the main purpose of use. The following stipulations 
in the Property Rates Policyare highlighted: 

• The first R15 000 of the market value of the property used for residential purposes 
is excluded from the rate-able value(Section 17(h) of the MPRA); 

• 100% rebate may be granted to registered indigents in terms of the Customer Care, 
Credit Control, Debt Collection and Indigent Support Policy; 

Should the use or ownership or circumstances used to approve exemption from payment of 
assessment rates change, such exemptions will immediately lapse from date of change. 

1.4.2 Sale of Water and Impact of Tariff Increases 
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IKheis Municipality is the Water Service Authority and Boegoeberg Water Users 
Association is the Water Service Provider in the area. The Municipality manage the 
provision of drinking water and waste water management. 

The M uni cipality Blue Drop and Green Drop performance ratings as determined by the 
Department of Water Affairs are as follows: 

BRANDBOOM BLUE DROP 

Supply Area's: 

Die gemeenskap van Brandboom/Boegoeberg 
Treatment: 

Current Water Quality: 

4 

Blue Drop Status: 

2009 (Blue Drop Report 2010) not participated. 

2010 (Blue Drop Report 2011) 52.4% 

2011 (Blue Drop Report 2012) 40.79% 

Regulatory Comments: 

The Blue Drop performance of Kheis Local Municipality remained constant. The 
Department Water Affairs was, however, presented with evidence to confirm that the 
water safety planning process is underway in each of the supply systems. The D WA busts 
th at risks identified in this process and adaptations to both monitoring programmes and 
treatment processes will result in future performance improvements. 

The WSA is now encouraged to take ownership of the process by addressing site specific 
risks. Without data to confinn that a full set of SANS 241 analyses had been conducted in 
each of the supply systems, the revised monitoring programmes cannot be deemed 
appropriate. Information will be also required in future to confirm the risks that apply to 
the various raw water sources that are treated. 

To ensure improved drinking water quality management, Kheis Local Municipality 
management is required to provide leadership and funding for the required asset 
management activities. Detailed process audits are required at each of the treatment 
systems, the asset register should be updated to include assets of the Gariep supply 
systems, and the WSA is advised to confirm the accuracy of information provided related 
to financial pl anning and expenditure. Officials also had difficulty providing confirmed 
data regarding the design and actual operating capacities of the various treatment systems; 
updated information is required to be readily available for day-to-day operational business 
and Blue Drop assessments. 


Microbiological Water Quality 
Compliance Warning {Not Monitored) ! 
With Operational (Not Monitored) non 
compliance. 
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Excellent Microbiological Water Quality 
Compliance but with Operational (Not 
Monitored ) non compliance. 

Blue Drop Status: 

2009 (Blue Drop Report 2010) not participated. 

2010 (Blue Drop Report 2011) 54.5% 

2011 (Blue Drop Report 2012) 54.28% 



Regulatory Comments: 

The Blue Drop performance of Kheis Local Municipality remained constant. The 
Department was, however, presented with evidence to confirm that the water safety 
planning process is underway in each of the supply systems. The DWA trusts that risks 
identified in this process and adaptations to both monitoring programmes and treatment 
processes will result in future performance improvements. 

The WSA is now encouraged to take ownership of the process by addressing site specific 
risks. Without data to confirm that a full set of SANS 241 analyses had been conducted in 
each of the supply systems, the revised monitoring programmes ca nn ot be deemed 
appropriate. Information will be also required in future to confirm the risks that apply to 
the various raw water sources that are treated. 

To ensure improved drinking water quality management, Kheis Local Municipality 
management is required to provide leadership and funding for the required asset 
management activities. Detailed process audits are required at each of the treatment 
systems, the asset register should be updated to include assets of the Gariep supply 
systems, and the WSA is advised to confirm the accuracy of information provided related 
to financial planning and expenditure. Officials also had difficulty providing confirmed 
data regarding the design and actual operating capacities of the various treatment systems; 
updated information is required to be readily available for day-to-day operational business 
and Blue Drop assessments. 


GROOTDR1NK 
Supply Area's: 

Die gemeenskap van Grootdrink 
Treatment: 

Current Water Quality: 

Excellent Microbiological Water Quality 
Compliance but with Operational (Not 
Monitored ) non compliance. 



Blue Drop Status: 

2009 (Blue Drop Report 2010) not participated. 

2010 (Blue Drop Report 2011) 52.6% 
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identified in this process and adaptations to both monitoring programmes and treatment 
processes will result in future performance improvements. 

The WSA is now encouraged to take ownership of the process by addressing site specific 
risks. Without data to confirm that a full set of SANS 241 analyses had been conducted in 
each of the supply systems, the revised monitoring programmes cannot be deemed 
appropriate. Information will be also required in future to confirm the risks that apply to 
the various raw water sources that are treated. 

To ensure improved drinking water quality management, Kheis Local Municipality 
management is required to provide leadership and funding for the required asset 
management activities. Detailed process audits are required at each of the treatment 
systems, the asset register should be updated to include assets of the Gariep supply 
systems, and the WSA is advised to confirm the accuracy of information provided related 
to financial planning and expenditure. Officials also had difficulty providing confirmed 
data regarding the design and actual operating capacities of the various treatment systems; 
updated information is required to be readily available for day-to-day operational business 
and Blue Drop assessments. 

WEGDRAAI 

Supply Area's: 

Die gemeenskap van Wegdraai 
Treatment: 

Current Water Quality: 

Microbiological Water Quality 
Compliance Warning (Not Monitored)*. 
With 

Operational (Not Monitored) non 
compliance. 

Blue Drop Status: 

2009 (Blue Drop Report 2010) not participated. 

2010 (Blue Drop Report 2011) 51.47% 

2011 (Blue Drop Report 2012) 55% 

Regulatory Comments: 

The Blue Drop performance of Kheis Local Municipality remained constant. The 
Department was, however, presented with evidence to confirm that the water safety 
planning process is underway in each of the supply systems. The DWA trusts that risks 
identified in Ihis process 

and adaptations to both monitoring programmes and treatment processes will result in 
future performance improvements. 

The WSA is now encouraged to take ownership of the process by addressing site specific 
risks. Without data to confirm that a full set of SANS 241 analyses had been conducted in 
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capacity to improve the scores from previous years to achieve the 90% mark and more. The 
actions to be taken should therefore be implemented and monitored on a regular time frame 
to achieve these resuIts.The Department of Water Affairs is giving sufficient assistance to 
the Municipality and we commend their support. 


WATER SAFETY PLAN FOR 2017/18 FINANCIAL YEAR 

The Water Safety Plan (WSP) was compiled for the water supply area of IKheis Local 
Municipality, ZF Mgcawu District Municipality, Northern Cape. 

This document addresses the critical water quality management such as the water safety 
planning processes, full system assessments that include inspections of the catchment, 
water treatment works and the distribution system. 

The plan also includes the evaluation of the risk informed water quality monitoring 
programmes, the data submission on the BDS and the water quality over 12 months. 


SCORING / RATING SYSTEM 

SCORE OBTAINED 

STATUS 

Site inspection 

56% 

Good 

High Risk Identified 

47% 

Good 

Microbiological water quality 

58% 

Bad 

Overall impression on risk management 

54 

Fair 


The overall impression score of 54% is average which indicates that only basic water 
management is being addressed within the current resources available and not risk based as 
required by the water safety planning process. 

Raw water is extracted from the Orange River as well as from the canal in most of the 
areas wi thin the Municipality into the raw water dams. Most risks like the insufficient 
safety and security of the water treatment works, unqualified process controllers and 
supervisors and no routine maintenance programmes were identified as major risks in this 
supply areas. 

The areas that complete the IKheis Municipal boundaries are Groblershoop, Boegoeberg, 
Opwag, Zumaville, Wegdraai, Topline, Grootdrink and Gariep. 
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The IKheis Municipality will take ownership of the water safety plan, an improvement plan 
to mitigate the hazards should be compiled. Champions of this plan should be identified 
and an allocation as well as time frame should be included into the implementation plan. 


More information is available that will outline the whole water safety plan process on 
request. 

This plan should be a working document and should be updated with time. 


1.4.3 Sanitation and Impact of Tariff Increases 

A tariff increase of 6% for sanitation from 1 July 2016 is proposed. This is based on the 
input cost assumptions related to water. It should be noted that water costs contributes 
appro xim ately 92 per cent of waste water treatment input costs. The following factors also, 
contribute to the proposed tariff increase: . 

> Sanitation charges are calculated according to the percentage water discharged as 
indicated in the table below; 

> Free sanitation (100 per cent of 6 kl water) will be applicable to registered 
indigents; and 

> The total revenue expected to be generated from rendering this service amounts to 
R1.8million for the2017/18 financial year. 

At the moment only a basic charge is levied per erven for sanitation services rendered by 
the municipality. 

1.4.4 Waste Removal and Impact of Tariff Increases 

A 6 % increase in the waste removal tariff is proposed lforn l July 2016. Any increase 
higher than 6.0 % would be counter-productive and will result in affordability challenges 
for individual rates payers raising the risk associated with bad debts. 

The following table compares current and proposed amounts payable from 1 July 2015: 


Table 6 Comparison between current waste removal fees and increases 


Detail 

Tariff OlJuiy 2016 

Tariff OlJuly 2017 

Sanitation 



Households (Subsidy) 

87.72 

98.56 

Households 

87.72 

98.56 

Business 

109.65 

123.20 
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EtectrtcKy: Consumpfon 










- 

- 

Water Bast levy 





68,29 

68,29 

68,29 


72,38 

76,73 

81,33 

Water Consumption 





403,35 

403,35 

403,35 


427,55 

453*21 

480,40 

SanKaflor 





92.90 

92,SS 

92,96 


98*58 

10448 

110,74 

Refuse removal 

Other 





1Z7.85 

127,85 

127,85 


135,52 

143j65 

152,27 





916,64 

916,84 

91634 

$4% 

mmm 

1000,16 

1091,97 

sub-total 

VAT on Services 


- 


~ 





■1 







916,64 




971*85 

1 030,16 

1091,97 

Total small household blit: 



- 


_ 



I 

6 ,0% 

8 *0% 

6 ,0% 

% Irtcreascfcfecrease 





- 



■ 




wfmaivmmimirrmmn 

" 3 











baric Mrvlwa 

Rates and services charges: 








6 ,0% 




Property rates 





54,31 

54,31 

54,31 

5 W 

61,03 

64,69 

Bectridty: Basic levy 





- 

- ’ 

- 


~ 

— 

— 

Electricity: Consumption 





- 

- 

- 

6 ,0% 

~ 

_ 


Water Basb levy 





66,29 

68*23 

68 ,2$ 

6 *0% 

rm 

76,73 

81,33 

Water Consumption 





33,43 

33,43 

33,43 

6 ,0% 

35,44 

37,56 

3932 

Sar gallon 





92,96 

92,98 

92,98 

6 ,0% 

98,56 

104,43 

110,74 

Refuse removal 





127,85 

127,85 

127,85 


135,52 

140,65 

152,27 

Other 










- 

- 





376,86 

376,86 

376,86 

64% 

399*47 

42344 

448*85 

sub-total 

VAT on Seivkes 


- 

- 













376,86 

376,86 

376,85 

6 ,0% 

399,47 

423,44 

448,85 

Total smafl household bBl: 


- 

- 

- 

_ 

_ 



6 ,0% 

6 ,0% 

6 ,6% 

ttlncreasetalecrease 



- 

■ 
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1.S Operating Expenditure Framework 

The municipality’s expenditure framework for the 2017/18 budget and MTREF is 
informed by the following: 


The assets renewal strategy and repairs and maintenance plan; 

> Balanced budget constraint (operating expenditure should not exceed operating 
revenue) 

> Funding of the budget over medium-term as informed by Section 18 and 19 of the 
MFMA; 

> The capital programme is aligned to the asset renewal strategy and backlog 
eradication plan; 

> Operational gains and efficiencies will be directed to funding the capital budget and 
other core service; and 

> Strict adherence to the principle of no project plan no budget.'If there is no business 
plan no funding allocation can be made. 
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implementing of the credit control and debt collection policy which is amended and 
discussed with community for input. The municipality is in a process of developing a 
revenue strategy which will help the municipality in realising budgeted revenue. 

Provision for depreciation and asset impairment has been informed by the 
Municipality’s Asset Management Policy. Depreciation is widely considered a proxy for 
the measurement of the rate of asset consumption. Budget appropriations in this regard 
total R3.4 million for the 2017/18 financial and equates to 5.5% of the total operating 
expenditure. This decrease of depreciation attributes to the disposal of moveable assets. 
During 2016/17 financial year depreciation was calculated to 6% of the operating budget 
from prior year and did not take into account the possible audit outcome which was 33.9% 
less. Please note that the implementation of GRAP 17 accounting standard has bring a 
range of assets previously not included in the assets register onto the register, i.e Heritage 
assets, unbundling of infrastructure assets and componentisation of property plant and 
equipment. 

Finance charges: The municipality did not budget for finance charges due to the fact that 
we will not make use of long term borrowings for the 2017/18 financial year. 

Bulk purchases are directly informed by the purchase of water from Boegoeberg Water 
Users Association. The annual price increases have been factored into the budget 
appropriations and directly inform the revenue forecasts for 2017/18 financial year of 6%. 
Bulk purchases expenditures inherently include distribution losses. We are in process of 
calculating the water distribution losses. 

Other expenditure comprises of various line items relating to the daily operations of the 
municipality. It comprises amongst others the purchase of fuel, diesel, materials for 
maintenance, cleaning materials and chemicals. In line with the municipality’s repairs and 
main tenance plan this group of expenditure has been prioritised to ensure sustainability of 
the municipality’s infrastructure and contribute also to service delivery. 

1.S.1 Priority given to repairs and maintenance 

Aligned to the priority being given to preserving and maintaining the municipality’s 
current infrastructure, the 2017/18 budget and MTREF provide for extensive growth in the 
area of asset maintenance, and must be informed by the asset renewal strategy and repairs 
and maintenance plan of the municipality. 

During the compilation of the 2017/2018 MTREF operational repairs and maintenance was 
identified as a strategic imperative owing to the ageing of the municipality’s infrastructure 
and historic deferred maintenance. The total allocation for 2017/18 equates to R2,2 million, 
a growth of 5.6% in relation to the Original Budget of 2016/17 and continues to grow at 
6% over the MTREF.. In relation to the total operating expenditure, repairs and 
maintenance comprises of 3.6%. 

The table below provides a breakdown of the repairs and maintenance in relation to asset 
class: 

Table 10 Repairs and maintenance per asset class 
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- 

- 


“ 

- 

- 




WsterRights 

Effluent Licenses 

SoMWeste Licenses 

Compute Softer end AppScstions 

Load Sefflement Software Appttcetkm 

{Inspected 











Computer Equipment 



- 

— 

- 

- 

- 

- 



Computer Equipment 











Furniture and Office Equipment 


- 

- 

- 

- 

- 

- 

115? 

1226 

1300 

FumHure and Office Equipment 








J157 

1226 

1300 

Machtnerv and Eoufoment 











Machinery and Equipment 











Transport Assets 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Transport Assets 











Libraries 


- 

- 

- 

- 

- 

I - 

- 

- 


Libraries 











Zoo's. Marine and Hon-btoiooteal Animals 











Zoo'S, Marine and Non-tfoEcgtaJ Animals 











Total Repairs and Maintenance Expenditure 

1 




_ 



2217 

2390 

2491 




JMtfasaKtrfWE 


0,0% 

0,0% 

0,0% 

0,0% 

0,0% 

0,0% 

0 .0# 

1,3% 

1,3% 

MMasK Operating ExuentliUtre 


QM 

0,0% 

0.0% 

0.0% 

0,0% 

0,0% 

0,0% 

3,&% 

UK 


1.5.2 Free Basic Services: Basic Social Services Package 

The social package assists households that are poor or face other circumstances that limit 
their ability to pay for services. To receive these free services the households are required 
to register in terms of the municipality’s Indigents Policy. The municipality currently 
provide registered indigent households within the Government norms and standards of 6kl 
of free water and 50 amp electricity. The target is to register more indigent households 
during the 2017/18 financial year, a process reviewed annually. Detail relating to free 
services, cost of free basis services, revenue tost owing to free basic services as well as 
basic services measurement is contained in: 


Table 24 MBRR A10 (Basic Service Delivery Measurements). 
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Sanitation (free sanitation service to indigent households) 
Bedrfclly/otfier energy (50kwh per Indigent household per month) 
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The cost of the social package of the registered indigent households is largely financed by 
national government through the local government equitable share received in terms of the 
annual Division of Revenue Act 


1.6 Capital expenditure 


The following table provides a breakdown of budgeted capital expenditure by vote: 


Table 112017/18 Medium-term capital budget per vote 


NC004 IKIwte - Table AS Budgeted Capital Expenditure by vote, functional clmfflcatfan and funding 


Vote Description 

Ref 

2013114 

2014/15 

2015H6 

Current Year 2016/17 

2017/18 Medium Term Revenue & 
Expenditure Framework 

R thousand 

1 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

CD o 

if 

Adjusted 

Budget 

Full Year 
Forecast 

Pre¬ 

audit 

outcome 

Budget 

2017/10 

Budget 

Year+1 

2018/10 

lit 

Capital expenditure -Vote 

Mum-voar axnendfoiie to bs appropriated 

Vote 1 - OFFICE OF THE MUNICIPAL 
MANAGER 

2 











Vote 2 -OIRECTORATECORPORATE 
SERVICES 












Vole 3 - DIRECTORATE FINANCIAL 
ADMINISTRATION 












Vole 4 - DIRECTORATE COMMUNITY 
SERVICES 






_ 






Vbte 5 -DIRECTORATE TECHNICAL 
SERVICES 


_ 

_ 


_ 

_ 

_ 

_ 




Vote 6 - DIRECTORATE CLEANING 

SERVICES 


_ 



. 







Vote 7- DIRECTORATE WASTE WATER 
MANAGEMENT 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote a-COUNCIL 

Vole 9-DIRECTORATE WATER 


- 

- 

- 

- 

- 

- 

- 

- 

- 


MANAGEMENT 


- 

- 

- 

- 

- 

- 

- 

- 

- 


Vote 10-TRAFFIC SERVICES 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 11- 


- 

- 

- 

- 

- 

- 

- 

- 

- 


Vote 12- 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 13- 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vhte 14- 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 15- 



_ 

_ 


_ 

_ 

_ 

_ 

_ 

- 

Capttal nuiltl'yaar expenditure sub-total 

7 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Slnola-vear exoendllure to te dDsmurfetetf 

2 











Vote 1 -OFFICE OF THE MUNICIPAL 
MANAGER 












Vote 2 - DIRECTORATE CORPORATE 
SERVICES 


_ 


_ 


' 






Vote 3- DIRECTORATE FINANCIAL 
ADMINISTRATION 



_ 

. 

_ 

_ 


. 

_ 


_ 

Vbte 4 - DIRECTORATE COMMUNITY 
SERVICES 




. 








Vote 5 - DIRECTORATE TECHNICAL 

SERVICES 









6200 

6200 

6200 

Vote 6 - DIRECTORATE CLEANING 

SERVICES 



_ 









Vote 7 -DIRECTORATE WASTE WATER 
MANAGEMENT 


- 

- 

- 

- 

- 

- 

- 

4 5S8 

4968 

S 337 

Vote 6 - COUNCIL 


- 

- 

- 

- 

- 

- 

- 

- 


- 
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Further details relating to asset classes and proposed capital expenditure is contained in 
Table 23 MBRR A9 (Asset Management). In addition to the MBRR Table A9, MBRR 
Tables SA34a, b, c provides a detailed breakdown of the capital programme relating to new 
asset construction, capital asset renewal as well as operational repairs and maintenance by 
asset class. Some of the salient projects to be undertaken over the medium-term includes, 
amongst others: 


> Sanitation in fr astructure 

> EPWP 

> Roads 

>• Water network - Wegdraai and Grootdrink 


R4.5 million 
R 1 million 
R 6.2 million 
R 7.5 million 


1.7 Drafted Annual Budget Tables (A1 - AID) 

The following pages present the ten main budget tables as required in terms of section 8 of 
the Muni cipal budget and Reporting Regulations. These tables set out the municipality’s 
2017/18 budget and MTREF to be considered for approval by council. Each table is 
accompanied by explanatory notes. 

Table 12 MBRR Table Al- Budget Summary 


rwvuh rnuvre ■ i tune «■ Diniyn wiiumpi j 

Description 

2013/14 

2014/15 

2015/16 

Current Year 2016/17 

2017/16 Mediu m Tern Revenue 
& Expenditure Framewit 

R thousands 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Arfusted 

Budget 

Full 

Year 

Forecast 

Pre¬ 

audit 

outcome 

Budget 

Year 

2017/18 

Budget 
Year *1 
2016/18 

Budget 
Year *2 

mm 

Financial PttfrnTWlfifi 











Property nates 

- 

- 

- 

- 

- 

- 

- 

4303 

4551 

4 835 

Service charges 

- 

- 

- 

- 

- 

- 

- 

9331 

9981 

10 485 

Imres (merit revenue 

- 

- 

- 

- 

- 

- 

- 

245 

260 

275 

Transfers recognised - operational 

- 

- 

- 

- 

- 

- 

- 

25185 

28697 

28 299 

Other awn revenue 


_ 


_ 

_ 

- 


5455 

5819 

6202 








44520 

47 228 

50095 

Total Revenue (winding capital transfers and 
contributions} 

Employee costs 

- 

- 

— 

— 

— 


■ 




« 

- 

- 

- 

- 

- 

- 

27 612 

29 269 

31005 

Ramunarafon of nuncllofs 

- 

- 

- 

- 

- 

- 

- 

3061 

3 265 

3461 

Depredation & asset Impairment 

- 

- 

- 

- 

- 

- 

- 

3413 

3618 

3835 

finance charges 


- 

- 

- 

- 

- 

“ 

- 

- 

- 

Materials and buk purchases 

- 

- 

- 

- 

- 

- 

- 

3487 

3697 

3918 

Transfers end grants 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Other expendflure 

Total Expenditure 

Surp]us/(Deflclf) 

Transfers and subsidies-capital [monetary allocations) 

_ 

_ 

_ 

_ 



_ 

23114 

23483 

24 892 





_ 


_ 

60707 

63 332 

87132 

- 

- 

- 

- 

- 

- 

- 

(16187) 

18298 

(16103) 

19108 

[17 037) 
19964 
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Eneigy: 

- 

» 

- 

- 


- 

i 

1 

1 

1 

Refuse: 

- 

- 

- 

- 

i 

- 


- 

- 



Ex plan atory notes to MBRR Table Al-Budget Summary 

1. Table A1 is a budget summary and provides a concise overview of the municipality’s 
budget from all of the major financial perspective (operating, capital expenditure, financial 
position, cash flow, and MFMA funding compliance). 

2. The table provides an overview of the amounts to be considered for approval by 
Council for operating performance, resources deployed to capital expenditure, financial 
position, cash and funding compliance, as well as the municipality’s commitment to 
eliminating basic service delivery backlogs. 

3. Financial management reforms emphasises the importance of the municipal budget 
being funded. This requires the simultaneous assessment of the Financial Performance, 
Financial Position and Cash Flow Budgets, along with the Capital Budget The Budget 
Summary provides the key information in this regard: 

a. The operating surplus/deficit (after Total Expenditure) is positive over MTREF 

b. Capital expenditure is balanced by capital funding sources, of which 

i. Transfers recognised is reflected on the Financial Performance 
Budget; 

ii. Internally generated fonds are financed from a combination of the 
current operating surplus. The amount is incorporated in the Net 
cash from investing on the Cash Flow Budget. The fact that foe 
municipality’s cashflow remains positive, indicates that foe 
necessary cash resources are available to fond the Capital Budget 

4. The Cash backing/surplus reconciliation shows that in previous financial years the 
municipality was not paying much attention to managing this aspect of its finances, and 
consequently many of its obligations are not cash-backed. This place the municipality in a 
very vulnerable financial position, as foe recent slow-down in revenue collections 
highlighted. Over the MTREF there is progressive improvement in the level of cash¬ 
backing of obligations. 

5. Even though the Council is placing great emphasis on securing the financial 
sustainability of the municipality, this is not being done at the expense of service to the 
poor. The section of Free Service shows that foe amount spent on Free Basic Service and 
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- 

- 

- 

- 

- 

- 




Sport and recreation 


- 

- 

- 

- 

- 

- 




Pubfc safety 


- 

- 

- 

- 

- 

- 

6238 

5552 

5665 

Housing 


- 

- 

- 

- 

- 

- 




Health 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Economic and mvhmtmfat services 


- 

- 

- 

- 

- 

- 

5871 


6597 

Planning and development 


- 

- 

- 

- 

- 

- 

2566 

2710 

2683 

Road transport 


- 

- 

- 

- 

- 


3306 

3504 

3714 

Environmental protection 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Treding services 


- 

- 

- 

- 

- 

- 

12 060 

12 704 

13551 

Energy sources 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Water management 


- 

- 

- 

- 

- 

- 

7663 

8123 

8611 

Waste ueter management 


- 

- 

- 

- 

- 

- 

4 397 

4661 

4940 

Waste management 


- 

- 

- 

- 

- 

- 

- 


- 

OSter 

4 


_ 


_ 

- 

_ 

- 


- 

Total Expenditure < Functional 

3 

_ 


_ 


_ 

_ 

60707 


67132 

SwpNis/lOeflcIt) for the year 


_ 

_ 

_ 

_ 

_ 

_ 

2110 


2927 


Explanatory notes to MBRR A2- Budget Financial Performance (revenue and 
expenditure by standard by standard classification) 

1. Table A2 is a view of the budgeted financial performance in relation to revenue and 
expenditure per standard classification. The modified GFS standard classification divides 
the municipal services into 15 functional areas. Municipal revenue, operating expenditure 
and capital expenditure are then classified in terms if each of these functional areas which 
enables (he National Treasury to compile ‘whole of government’ reports. 

2. Note the Total Revenue on this table includes capital revenues (Transfers recognised- 
capital) and so does not balance to the operating revenue on Table A4. 

3. Note that as a general principle the revenues for the Trading Services should exceed 
their expenditures. 

The table highlights that this is the case for Electricity, Water and Waste water functions, 
but not the Waste management function. As already noted above, the municipality will be 
undertaking a detailed study of this function to explore ways of improving efficiencies and 
provide a basis for re-evaluating the function’s structure. 

5. Other functions that show a deficit between revenue and expenditure are being 
financed from rates revenues and other revenue sources reflected under the 
Corporate Services. 

Table 14 MBKR Table A3- Budget Financial Performance (revenue and expenditure by 
municipal vote) 
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Explanatory notes to MBRR Table A3- Budgeted Financial Performance (revenue 
and expenditure by municipal vote) 

1. Table A3 is a view of the budgeted financial performance in relation to the revenue and 
expenditure per municipal vote. This table facilitates the view of the budgeted operating 
performance in relation to the organisational structure of the municipality. 


Table 15 MBRR A4- Budgeted Financial Performance (revenue and expenditure) 


HC084 [Kiwis - Table A4 Budgeted Financial Performance (revenue and expenditure) 


Description 

Ref 

2013/14 

2014/15 

201916 

Current Year 2016/17 

2017/10 Medhim Term Revenue & 
Expenditure Framework 

R thousand 

1 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 
Forecast 

Pre¬ 

audit 

outcome 

Budget 

Year 

2017/10 

Budget 

Yeir+1 

2Q18/19 

Budget 
Year« 
2019120 

Revenue Bv Source 












Property rates 

2 

- 

- 

- 

- 

- 

- 

- 

4303 

4561 

4 835 

Sdrvlcs charges - elactriclty revenue 

2 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Stevies charges - water revenue 

2 

- 

- 

- 

- 

- 

- 

- 

4820 

5109 

5416 

Service charges - sanitation revenue 

2 

- 

- 

- 

- 

- 

- 

- 

1860 

1972 

2090 

Service charges - refuse revenue 

2 

- 

- 

- 

- 



- 

2651 

2810 

2976 

Seivtoe charges-other 









- 

- 

- 

Rental of fadflfes and equipment 









549 

582 

617 

Interest earned - external investments 









245 

260 

275 

Interest earned -outstanding debtors 









150 

. 159 

189 

Dividends received 










. - 

- 

Flies, perwlltes and forfeits 









64 

66 

72 

Licences and permits 









8 

9 

9 

Agency services 









1710 

1813 

1921 

Transfers and subsidies 









25186 

; 26897 

28299 

Other revenue 

2 

- 

- 

- 

- 

- 

- 

- 

2228 

2399 

2576 

Gains on disposal of PPE 









746 

791 

838 

Total Revenue (excluding capital transfers 
andcontrf&uUOnsj 


- 

- 

- 

- 

- 

- 

- 

44 520 

47228 

50 095 

Expenditure Bv Type 












Employee related caste 

2 

- 

- 

- 

- 

- 

- 

- 

26640 

i 

28238 

29 933 

Remuneration of councilors 









3081 

3265 

3461 

Debt impairment 

3 








5535 

5 889 

6242 

Depreciation & asset impairment 

Finance charges 

2 

- 

- 

- 

- 




; 3413 

3618 

3835 

Bu& purchases 

1 

- 

- 

- 

- 

- 

- 

- 

1270 

1347 

1427 

Other materials 

8 








2217 

2350 

2491 

Contacted services 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Transfers and subsidies 


- 

- 

- 

- 

- 

- 

- 

- 

• 

- 

Other expenditure 

4, 








17579 

17 594 

18650 
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5. Bulk purchases inconsistencies have been mainly caused by water distribution losses, 
hence the need to priorities on repairs and maintenance of infrastructure. We are in process 
of determining the actual distribution losses. 

6. Employee related costs and bulk purchases are main cost drivers within the 
municipality and alternative operational gains and efficiencies will have to be identified to 
lessen the impact of wage and bulk tariffincreases in future years. 


Table 16 MBRR Table A5 Budgeted Capital Expenditure by vote, standard classification and 

funding source 


NCPM IKhafc. Tabte A5 Badnated Capital Expenditure by vote, hndtoml ctortkatlon and hindlna 


Vote Description 

Ref 

2013H4 

2014/15 

201916 

CurrentYear 2616/17 

2017/18 Medium Term Revenue & 
Expenditure Fremework 

R thousand 

1 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 
Forecast 

Pre¬ 

audit 

outcome 

Budget 

Year 

2017/18 

Budget 

Year+1 

2010119 

Budget 

Year+2 

201920 

Csnllil exMixfltura • Vote 












ofhce or themukEBi 1 ^ 

MANAGER 

2 






- 


. 

. 

_ 

Vole 2 - DIRECTORATE CORPORATE 
SERVICES 



_ 


_ 


_ 

- 

_ 

- 

- 

Vote 3- DIRECTORATE FINANCIAL 
ADMINISTRATION 


_ 


_ 

_ 

_ 

_ 

_ 

- 


- 

Vole 4 - DIRECTORATE COMMUNITY 
SERVICES 



_ 


_ 

_ 

- 

_ 

_ 

- 

- 

Vote 5 - DIRECTORATE TECHNICAL 
SERVICES 





_ 

_ 

_ 

_ 

_ 

_ 

_ 

Vole 6-DIRECTORATE CLEANING 
SERVICES 


_ 

_ 

_ 

_ 


_ 

- 

_ 

_ 

_ 

Vote 7- DIRECTORATE WASTEWATER 
MANAGEMENT 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 8-COUNCIL 

Vote 9 - DIRECTORATE WATER 


- 

- 

- 

- 

- 

“ 

- 

- 

- 

- 

MANAGEMENT 



- 

- 


— 

- 

~ 


— 

" 

Vote 10 ^TRAFFIC SERVICES 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 11- 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote12- 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

voteia- 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

VbteH - 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 15- 


- 

_ 

_ 

- 

_ 

- 

- 

- 

- 

- 

Capftal multi-year expenditure sub-total 

7 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Slnate-vear expenditure to be ewiraoristorf 

2 











Vote 1. OFFICE OF THE MUNICIPAL 
MANAGER 



_ 

_ 

„ 

_ 

_ 

_ 

_ 

- 

- 

Vote 2 - DIRECTORATE CORPORATE 
SERVICES 


_ 


_ 

_ 

_ 

_ 

- 

- 



Vote 3 - DIRECTORATE FINANCIAL 
ADMINISTRATION 



_ 

„ 



_ 

- 

- 

- 

- 

Vote 4 - DIRECTORATE COMMUNITY 
SERVICES 


„ 

_ 

_ 

_ 

- 


_ 


_ 


Stole 5 - DIRECTORATE TECHNICAL 

SERVICES 


_ 

_ 


_ 

_ 

_ 


6200 

6200 

6200 

Vole 0 -DIRECTORATE CLEANING 
SERVICES 



_ 

_ 

_ 

_ 

_ 

_ 

_ 

_ 

- 

Vote 7-DIRECTORATE WASTE WATER 
MANAGEMENT 


- 

i 

- 

- 

- 

- 

- 

4598 

4958 

5337 
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1. Table A5 is a breakdown of die capital programme in relation to capital expenditure by 
municipal vote (multi- year and single-year appropriations); capital expenditure by 
standard classification; and the funding sources necessary to fund the capital budget, 
including information on capital transfers from national and provincial departments. 

2 . Unlike multi-year capital appropriations, single-year appropriations relate to 
expenditure that will be incurred in the specific budget year such as the procurement of 
vehicles and specialised tools and equipment The budget appropriations for the two outer 
years are indicative allocations based on the departmental business plans as informed by 
the IDP and will be reviewed on an annual basis to assess the relevance of the expenditure 
in relation to the strategic objectives and service delivery imperatives of the municipality. 
For purpose of funding assessment of the MTREF, these appropriations have been included 
but no commitments will be incurred against single-year appropriations for the two outer- 
years. 

3. The capital programme is funded from national grants and transfers, public 
contributions and donations, and internally generated funds from current year surpluses. 
For 2017/18, capital transfers totals R18.29 million. No borrowing, is intended to finance 
any of the capital budgets during the MTREF. These funding sources are further discussed 
in detail in 2.6 (Overview of Budget Funding) 

Table 17 MBRR Table A6- Budgeted Financial Position 
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4. The municipal equivalent of equity is Community Wealth/Equity. The justification is 
that ownership and the net assets of the municipality belong to the community 

6. Any movement on the Budgeted Financial Performance or Capital Budget will 
inevitably impact on the Budgeted Financial Position. As an example, the collection 
rate assumption will impact on cash position of the municipality and subsequently 
inform the level of cash and cash equivalents at year end. Similarly, the collection rate 
assumption should inform the budget appropriation for debt impairment which in turn 
would impact on the provision for bad debt These budget and planning assumptions 
form a critical link in determining the applicability and relevance of the budget as well 
as the determination of ratios and financial indicators. In addition the funding 
compliance assessment is informed directly by forecasting the statement of financial 
position. 


Table 18 MBRR Table A7- Budgeted Cash Flow Statement 
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1. The cash backed reserves/accumulated surplus reconciliation is aligned to the 
requirements of MFMA Circular 42 - Funding a Municipal Budget 

2. In essence the table evaluates the funding levels of the budget by firstly forecasting 
the cash and investments at year end and secondly reconciling the available funding 
to the liabilities/commitments that exist. 

3. The outcome of this exercise would either be a surplus or deficit A deficit would 
indicate that the applications exceed the cash and investments available and would 
be indicative of non-compliance with the MFMA requirements that the 
municipality’s budget must be “funded”. 
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Explanatory notes to Table A9 - Asset Management 

1. Table A9 provides an overview of municipal capital allocations to building new assets and 
die renewal of existing assets, as well as spending on repairs and maintenance by asset class. 
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Part2-SUPPORTING DOCUMENTATION 
2.10verviewoftheannuaIbudgetprocess 

In terms of Section 30 of the Municipal Systems Act no 32 of 2000, the Mayor of a 
municipality must in accordance with S 29- 

"(c) Submit the draft plan to the municipal council for adoption by the council, further 

Section 53 of the MFMA requires the Mayor of the municipality to provide general 
political guidance in the budget process and the setting of priorities that must guide the 
preparation of the budget. In addition Chapter 2 of the Municipal Budget and Reporting 
Regulations states that the Mayor of the municipality must establish a Budget Steering 
Committee to provide technical assistance to the Mayor in discharging the 
responsibilities set out in section 53 of the Act. 

The Budget Steering Committee consists of the Municipal Manager and senior officials of 
the municipality chaired by the Municipal Manager. 

The primary aims of the Budget Steering Committee are toensure: 

• That the process followed to compile the budget complies with legislation and good 
budget practices; 

• That there is proper alignment between the policy and service delivery priorities 
set out in the municipality’s IDP and the budget, taking into account the need to 
protect the financial sustainability of municipality; 

• That the municipality’s revenue and tariff setting strategies ensure that the cash 
resources needed to deliver services are available; and 

• That the various spending priorities of the different municipal departments are 
properly evaluated and prioritised in the allocation of resources. 

2.1.1Budget Process Overview 

In terms of section 21 of the MFMA the Mayor is required to table in Council ten months 
before the start of the new financial year (i.e. in August 2012) a time schedule that sets out 
the process to revise the IDP and prepare the budget. 

Section 28 (1) of the Municipal Systems Act requires each municipality to adopt a process 
in writing to guide the planning, drafting, adoption and review of its Integrated 
Development Plan. 

The Mayor tabled in Council the required the IDP and budget time schedule on 30August 
2013. Key dates applicable to the process were: 
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Entity board of directors must Accounting officer reviews 

January approve and submit proposed proposed national and provincial 
2017 budget and plans for next three- allocations to municipality for 
year budgets to parent incorporation into the draft budget 

municipality at least 150 days for tabling. (Proposed national and 
before the start of the budget provincial allocations for three 
year years must be available by 20 

MEMA s 87(1) January) 


February Council considers municipal 

2017 entity proposed budget and 

service delivery plan and accepts 
or makes recommendations to 
the entity 
MFMA s 87(2) 


'Entity board of directors 
considers recommendations of 
parent municipality and submit 
revised budget by 22 Ild of month 
MFMA s 87(2) 

Mayor tables municipality 
budget of entities, resolutions, 
plans and proposed revisions to 
1DP at least 90 days before start 
of budget year 

MFMA s 16,22,23,87; MSA s 
34 


MFMA s 36 


Accounting officer finalises and 
submits to Mayor proposed 
budgets and plans for next three- 
year budgets taking into account 
the recent mid-year review and any 
corrective measures proposed as 
part of the oversight report for the 
previous years audited financial 
statements and annual report 
Accounting officer to notify 
relevant municipalities of projected 
allocations for next three budget 
years 120 days prior to start of 
budget year 

_ MFMA s 36(2) _ 

Accounting officer publishes 
tabled budget, plans, and proposed 
revisions to LDP , invites local 
community comment and submits 
to NT, PT and others as prescribed 
MFMA s 22 & 37; MSA Ch. 4 as 
amended 

Accounting officer reviews any 
changes in prices for bulk 
resources as communicated by 15 
March 
MFMA s 42 


April 2017 Consultation with national and 
provincial treasuries and finalise 
sector plans for water, sanitation, 
electricity etc. 

MFMA s 21 


Accounting officer assists the 
Mayor in revising budget 
documentation in accordance with 
consultative processes and taking 
into account the results from the 
third quarterly review of the 
current year 


May 2017 Public hearings on the budget. Accounting officer assists the 

and council debate. Council Mayor in preparing the final 

consider views of the budget documentation for 

community, NT, PT, other consideration for approval at least 
provincial and national organs of 30 days before die start of the 

state and municipalities mayor to budget year taking into account 
be provided with an opportunity consultative processes and any 
to respond to submissions during other new information of a material 
consultations and table nature 

amendments for council 
consideration. Council to 
consider approval of budget 
plans at least 30 days before start 
to budget year. 

MFMA s 23,24; MSA Ch. as 
amended 


31 January 2017 
Done 


28 February 2017 

Done 


31 March 2017 
Done, in process 


28 April 2017 
Done 


31 May 2017 


Entity board of directors to 
iprove the budget of the entity 
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The following projects were approved to be funded out of MIG 


- Sanitation infrastructure - R 4.5 million 

Roads ■ R 6.2 million 

- Water network — Wegdraai and Grootdrink - R 7.5 million 

2.1.2 LDP and Service Delivery and Budget Implementation Plan 

This is the second review of the IDP as adopted by the new Council that was elected. It 
started in September 2016 after the tabling of the IDP Process Plan and die Budget Time 
Schedule for the 2016/17 MTREF in August. 

The municipality’s IDP is its principal strategic planning instrument, which directly guides 
and informs its planning, budget, management and development actions. This framework is 
rolled out into objectives, key performance indicators and targets for implementation which 
directly inform the Service Delivery and Budget Implementation Plan. The Process Plan 
applicable to the fourth revision cycle included the following key IDP processes and 
Deliverables: 

• Registration of community needs; 

• Compilation of departmental business plans including key performance indicators 
and targets; 

• Financial planning and budgeting process; 

• Public participation process; 

• Compilation of the SDBIP, and 

• The review of the performance management and monitoring processes. 

The IDP has been taken into a business and financial planning process leading up to the 
2017/18 MTREF, based on the approved 2015/2016 MTREF, Mid-year Review and 
adjustments budget. The business planning process has subsequently been refined in the 
light of current economic circumstances and the resulting revenue projections. 

With the compilation of the 2017/18 MTREF, each department/function had to review 
fixe business planning process, including the setting of priorities and targets after 
reviewing the mid-year performance against the 2016/2017 Departmental Service 
Delivery and Budget Implementation Plan. Business planning links back to priority needs 
and master planning, and essentially informed the detail operating budget appropriations 
and three-year capital programme. 

The Draft Service Delivery and Budget Implementation Plan (SDBIP) with Draft 
Performance Agreements will be submitted to the Mayor after the approval of the Draft 
IDP and Budget; and the final SDBIP will be tabled to Council for approval with the 
Performance Agreements on the 31 May 2017 with the final IDP and Budget. 

2.1.3 Financial Modelling and Key Planning Drivers 

5As part of the compilation of the 2017/18 MTREF, extensive financial modelling was 
undertaken to ensure affordability and long-term financial sustainability. The following 
key factors and planning strategies have informed the compilation of the 2017/18 MTREF: 
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government in a coherent plan to improve the quality of life for the people living in that 
area. Applied to the municipality, issues of national and provincial importance should be 
reflected in the IDP of the municipality. A clear understanding of such intent is therefore 
imperative to ensure that die municipality strategically complies with the key national and 
provincial priorities. 

The aim of this revision cycle was develop and coordinate a coherent plan to improve the 
quality of life for all the people living in the area, also reflecting issues of national and 
provincial importance. One of the key objectives is therefore to ensure that there exists 
alignm ent between national and provincial priorities, policies and strategies and the 
municipality’s response to these requirements. 

The national and provincial priorities, policies and strategies of importance include 
amongst others: 

• Green Paper on National Strategic Planning of 2009; 

• Government Programme of Action; 

• Development Facilitation Act of 1995; 

• Provincial Growth and Development Strategies (PGDS); 

» National and Provincial spatial development perspectives; 

• Relevant sector plans such as transportation, legislation and policy; 

• National Key Performance Indicators (NKPs); 

• Accelerated and Shared Growth Initiative (ASGISA); 

• National 2014 Vision; 

• National Spatial Development Perspective (NSDP) and 

• The National Priority Outcomes. 

The Constitution requires local government to relate its management, budgeting and 
planning functions to its objectives. This gives a clear indication of the intended purposes 
of municipal integrated development planning. Legislation stipulates clearly that a 
municipality must not only give effect to its IDP, but must also conduct its affairs in a 
manner which is consistent with its IDP. The following table highlights the IDP’s five 
strategic for the2017/18 MTREF and further planning refinements that have directly 
informed the compilation of the budget: 


Table 22 IDP Strategic Objectives 
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Needs and issues as identified by the IDP Representative Forum daring this Draft 
IDF Phase: 

Noted that a final IDP Public Participation Process will take place in May 2017 in the 
various areas of IKheis Municipality. However it is been envisage that more of the 
community priority needs may be added. 

Issues as agreed upon by the IDP Steering Committee as well as IDP Representative 
Forum, for the Draft IDP Process in IKheis Municipality are as follows: 

• Lack of a well organized and effective systems and implemented policies and plans 
to manage and serve the whole Municipal Area 

• Lack of proper and sufficient water provision in some of the areas 

• Lack of proper and sufficient accommodation / housing 

• Lack of good quality roads infrastructure, including storm water systems as well as 
efficient transport system 

• Lack of proper and sufficient sanitation and sewerage systems to all residents 

• Low levels of skilled people as well as high levels of poverty and unemployment 

• Lack of quality health and emergency services and facilities 

• Lack of sufficient cemeteries to cater for the increasing mortality rate 

• Proper planning and development of Opwag 

• Lack of sport and recreation facilities in some of the areas 

• Lack of sufficient and effective telecommunication systems 

• Lack of electricity provision to some residential areas 

In line with the MSA, the IDP constitutes a single, inclusive strategic plan for the 
municipality. The five-year programme responds to the development challenges and 
opportunities feced by die municipality by identifying the key performance areas to 
achieve the 12 strategic objectives mentioned above. 

In addition to the five-year IDP, the municipality undertakes an extensive planning and 
developmental strategy which primarily focuses on a longer-term horizon: 15 to 20 years, 
This process is aimed at influencing the development to path by proposing a substantial 
programme of public-led investment to restructure current patterns of settlement, activity 
and access to resources in the municipality so as to promote greater equity and enhanced 
opportunity. The strategy specifically targets future developmental opportunities in 
traditional dormitory settlements. It provides direction to the municipality’s IDP, 
associated sectoral plans and strategies, and the allocation of resources of the municipality 
and other service delivery partners. 

This development strategy introduces important policy shifts which have further been 
translated into twelve strategic priority areas as outlined below: 

• Water and Sanitation 

• Land and Housing 

• Electricity 

• Local Economic Development 
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Table 23 MBRR Table SA4 - Reconciliation between the IDP strategic objectives and budgeted revenue 
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Table 24 MBRR Table S A5 - Reconciliation between the IDP strategic objectives and budgeted operating 
expenditure 
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2.3 Measurable performance objectives and indicators 

Performance Management is a system intended to manage and monitor service delivery progress against the 
identified strategic objectives and priorities. In accordance with legislative requirements and good business 
practices as informed by the National Framework for Managing Programme Performance Information, the 
municipality has developed and implemented a performance management system of which system is 
constantly refined as the integrated planning process unfolds. The Municipality target, monitors, assesses 
and reviews organisational performance which in turn is directly to individual employee’s performance. 

At any time within government, information from multiple years is being considered; plans and budgets for 
next year; implementation for the current year; and reporting on last year’s performance. Although 
performance information is reported publicly during the last stage, the performance information process 
begins when policies are being developed, and continues through each of the planning, budgeting, 
implementation and reporting stages. The planning, budgeting and reporting cycle can be graphically 
illustrated as follows: 



Figure 1 Planning, Budgeting and reporting cycle 

The performance of the municipality relates directly to the extent to which it has achieved success in realising 
its goals and objectives, complied with legislative requirements and meeting stakeholder expectations. The 
municipality therefore has adopted one integrated performance management system which encompasses: 
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Figure 2 Definition of performance information concepts 

The following table provides the main measurable performance objectives the municipality 
undertakes to achieve this financial year. 


Table 26 MBRR Table SA7 - Measurable Performance objectives 
N/A 

The information is not available at this stage and will be included after the approval of the 
SDBIP 
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0,0% 
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0,0% 
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0,0% 

0,0% 

Repairs $ 
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0,0% 
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0.0% 
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Finance charges & 
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0,0% 
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i. Debt coverage 
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GrantsyDebt service 












payments due within 
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a.018 Service Debtors 

Total outstanding 

0,0% 

0,0% 
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0,0% 

0,0% 

0,0% 

0,0% 

321,5% 
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322,9% 

to Revenue 
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revenue received tar 
services 
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(4.7) 

5.1 

15,3 

i_ 

flssd operational 
expenditure 












!KheCs Local Municipality _ 2017/18MTREFBudget59 

• As part of the financial sustainability strategy, an aggressive revenue management 
framework has been implemented to increase cash flow, not only from current 
billings but also from debtors that are in arrears in excess of 90 days. The intension 
of the strategy is to streamline the revenue value chain by ensuring accurate billing, 
customer service, and credit control and debt collection. 

2.3.1.4 Creditors Management 

The municipality strive to pay all creditors within the legislated 30 days of invoice. There is 
currently a dispute between the municip alit y. 

2.3.2 Free Basic Services: basic social services package for indigent households 

The social package assists residents that have difficulty paying for services and are 
registered as indigent households in terms of the Indigent Policy of the municipality. Only 
registered indigents quality for the free basic services. 

For the 2017/18 financial year more indigents have been provided for in the budget. In terms 
of tiie Municipality’s indigent policy (attached as Annexure 4) registered households are 
entitled to 6kl fee water, free sanitation and free waste removal equivalent to once a week, as 
well as a discount on their property rates. 


Further detail relating to the number of households receiving free basic services, the cost of 
free basic service, highest level of free basic services as well as the revenue cost associated 
with the free basic services is contained in 
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2.3.3 Providing clean water and managing waste water 

The municipality is the Water Service Authority for the entire municipality in terms of the 
Water Services Act, 1997 and acts as water services provider. Approximately 90% of the 
municipality’s bulk water needs are provided directly by Boegoeberg Water in the form of 
purified water. 

The Department of Water Affairs conducts an annual performance rating of water treatment 
works, presenting a Blue Drop or Green Drop award respectively to potable water treatment 
works and waste water treatment works that meet certain criteria of excellence. 

Our blue Drop status was assessed as fair but our green drop status was not up to standard 

The following is briefly the main challenges facing the municipality in this regard: 

• Shortage of stalled personnel makes proper operations and maintenance difficult; and 

• There is a lack of proper regional catchment management, resulting in storm water 
entering the sewerage system. 

The following are some of the steps that have been taken to address these challenges: 

• Infrastructure shortcomings are being addressed through the capital budget m terms 
of a 5-year upgrade plan; 

• The filling of vacancies has commenced and Waste Water Division will embark on 
an in-house training programme, especially for operational personnel; 

2.4 Overview of budget related-policies 

The municipality’s budgeting process is guided and governed by relevant legislation, 
framework, strategies and related policies. 

2.4.1 Review of rates policy 

The Rates Policy will be considered for approval by Council at the budget meeting of 28 
June 2014. Amendments have been made with regard to the tariffs increases and the draft 
policy will be attached to that document While the draft policy is credible, sustainable, 
manageable and informed by affordability and value for money there has been a need to 
review certain components to accommodate all stakeholder views. Some of the possible 
revisions will include the need for full participation of relevant stakeholders when changing 
rebates on property rates every year. In addition the rebate structure is also likely to change 
to incorporate the views from the stakeholders. 

2.4.2 Asset Management Infrastructure Investment and Funding Policy 

Preserving the investment in existing infrastructure needs to be considered a significant 
strategy in ensuring the future sustainability of infrastructure and the municipality’s revenue 
base. Within the framework, the need for asset maintenance was considered a priority and 
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compilation of the next MTRGF. One of the salient features of the policy is the emphasis on 
financial sustainability. Amongst others, the following has been modelled as part of the 
financial modelling and scenario planning process: 

• Approved Adjustment Budget; 

• Cash Flow Management Interventions, Initiatives and Strategies (including the cash 
backing of reserves); 

• Economic climate and trends (i.e Inflation, household debt levels, indigent 
factors, growth, recessionary implications); 

• Loan and investments possibilities; 

• Performance trends; 

• Tariff Increases; 

• The ability of the community to pay for services (affordability); 

• Policy priorities; 

• Improved and sustainable service delivery; and 

• Debtor payment levels. 

The above policy together with those listed below will be made available on the 
municipality’s website, as well as: 

• Property Rates Policy; 

• Budget Policy; and 

• Indigents Policy. 

• Tariff Policy 

• Credit Control and Debt Collection Policy 

• Financial Code Policy 

• Asset Management Policy 

• Cash Management and Investment Policy 

• Borrowing Policy; and 

• Supply Chain Management Policy 

2.5 Overview of budget assumptions 
2.5.1 External factors 

South Africa’s economy has continued to grow, but at a slower rate than projected at the 
time of the 2014 Budget. GDP growth reached 2.6 per cent in 2013 and is expected to grow 
at 2.8 per cent in 2014, rising to 3.8 per cent in 2015. Inflation has remained moderate, with 
consumer prices rising by 5.7 per cent in 2012 and projected to increase by an average of 5.6 
per cent a year over the period ahead. 

Consequently, municipal revenues and cash flows are expected to gradually improve during 
2017/18. However, given that the likely recovery is not guaranteed and, at best, is likely to 
be slow, the municipality still had to adopt a conservative approach in projecting expected 
revenues and cash receipts. This has also applied to managing all revenue and cash streams 
effectively, as well as evaluation of the spending decision. 
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To achieve these priorities integration mechanisms are in place to ensure integrated planning 
and execution of various development programs. The focus will be to strengthen the link 
between policy priorities and expenditure thereby ensuring the achievement of the national, 
provincial and local objectives. 

2.5.7 Ability of the municipality to spend and deliver on the programmes 


NC084 IKhtis • Table A4 Budgeted Financial Performance (revenue and expenditure) 


Description 

Ref 

2013K4 

2014/15 

2015/16 

Currant Year 2016/17 

2017/18 Medium Tenn Revenue & 
Expenditure Framework 

Rthousand 

1 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 
Forecast 

Pre. 

audit 

outcome 

Budget 

Year 

2017/18 

Budget 

YearH 

2018/19 

Budget 
Year *2 
2019/20 

Revenue &v Source 












Property nates 

2 

- 
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- 

- 

- 

- 

- 

4303 

4 561 

4835 

Service charges- electricity revenue 

2 

- 
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- 

- 

- 

- 

- 

- 

- 

- 

Service charges - water revenue 

2 

- 

- 

- 

- 

- 

- 

- 

4820 

5100 

5416 

Service charges- sanitation rewrite 

2 

- 

- 

- 

- 

- 

- 

- 

1660 

1072 

2090 

Service charges - refuse revenue 

2 

- 

- 

- 

- 

- 

- 

- 

2651 

2810 

2978 

Service charges-other 









- 

- 

- 

Renta) of facflUfes and equipment 









540 

582 

617 

Intfipesteamed - external Investment 









245 

260 

275 

interest earned - outstanding debtors 









150 

ISO 

168 

Dividends received 










- 

- 

Fines, penalties and forfeits 









64 

.68 

72 

Ucences and permits 









8 

0 

9 

Agency services 









1710 

1813 

1921 

Transfers and subsidies 









2518$ 

26697 

28299 

Other revenue 

2 

- 

- 

- 


- 

- 

- 

2 228 

2389 

2576 

Gains on disposed of PPE 



ppifB 






746 

: 791 

838 

Total Revenue (excluding capital 
transfers and contributions) 

1 


■ 

- 

- 



■ 


47 228 

50095 

. .. . 

■ 











Employee related costs 

H 

- 

- 

- 

- 

- 

- 

- 

27612 

29269 

31025 

Remuneration of coundlbis 









3081 

3285 

3461 

Debthnpalrnrent 

3 








5535 

5889 

6242 

Deprecfcflen 8 essetfrnpalnnent 

2 

- 

- 

- 

- 

- 

- 

- 

3413 

3618 

3835 

Finance charges 
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its operational revenue from the provision of goods and services such as water, electricity, 
sanitation and solid waste removal, property rates, 

operating and capital grants from organs of state and other minor charges (such as building 
plan fees, licenses and permits etc). 

The revenue strategy is a function of key components such as: 

• Growth in the municipality and economic development; 

• Revenue management and enhancement; 

• Achievement of a high per cent annual collection rate for consumer revenue; 

• National Treasury guidelines; 

• Achievement of full cost recovery of specific user charges; 

• Determining tariff escalation rate by establishing/calculating revenue requirements; 

• The Property Rates Policy in terms of the Municipal Property Rates Act, 2004 (Act 6 
of2004) (MPRA), and 

• And the ability to extend new services and obtain cost recovery levels. 

The above principles guide the annual increase in the tariffs charged to the consumers and 
the ratepayers aligned to the economic forecasts. 

The proposed tariff increases for the 2017/18 MTREF on the different- revenue categories 
are: 

Table 29 Proposed tariff increases over medium-term 


Description 

2017/1 SProposed tariff 
Increase 

Property Rates 

6% 

Service Chaises electricity 

0% 


6 % 

Service changes water 

6 % 

service charges sanitation 

6 % 

service charges refuse 



Revenue to be generated from property rates is R4.0 million in the 2016/17 financial year 
and increases to R4.7 million by 2017/18 which represents 6% of the operating revenue base 
of the municipality. It remains relatively constant over the medium-term. With the 
implementation of the Municipal Property Rates Act the basis of rating significantly 
changed. 

Service charges relating to water, sanitation and refuse removal constitutes the biggest 
component of the revenue basket of the municipality totalling R8.457 million for the 
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2.6.2 Medium-term outlook: capita! revenue 

The following table is a breakdown of the binding composition of the 2013/14 medium-term 
capital programme: 


Table 32 Sources of capital revenue over the MTREF 


NC084 IKhela -Table A5 Budgeted Capital Expenditure by vote, standard classification and funding 


Vote Description 

Ref 

2013/13 

2013/14 


CurrentYear 2016/17 

2016717 Medium Term Revenue & Expenditure 
Framework 

Rthousand 

1 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 
Forecast 

Pre-audR 

outcome 

Budget 

Year 

Budget Year 
+120W19 

Budget Year 42 
2019120 

Brndad fay; 

National Government 

Provincial Government 

D&ricl Munid pally 
Other transfers end 
grants 









16 296 

19108 

19984 

Transfers recognised - 
capital 

Public contributions & 
donation* 

Borrowing 
internally generated 
funds 

4 

5 

6 











Tote! Capital Funding 

7 







- 

16299 

19108 

19984 


The above table is graphically represented as follows for the 2016/17 financial year. 

Capital grants and receipts equates to 100% of the total funding source which represents 
R16.9 million for the 2016/17 financial year. Movement relating to grants receipts is a 
decline of 13.57% from 2013/2014 financial year due to the fact that two capital projects had 
been declined by MIG, because of the technical specifications. 

Borrowing still remains an insignificant funding source for the capital programme over the 
medium-term with no new borrowing during the MTREF. 

The following table is a detailed analysis of the municipality’s borrowing liability. 

Table 33 MBER Table SA 17 — Detail of borrowings 

The municipality had a borrowing from DBSA and it was settled April 2016. The 
municipality does not need any borrowings from any Financial institution. 


Table 34 MBRR Table SA 18 — Capital transfers and grants receipts 


NC084 IKheJe - Supporting Tafato SA16 Transfers and gam receipts 
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Regional Sulk Infrastructure 

Otfwr capital transfersferante (heart desc] 

Other capital transfefsforante [hserl 
(tescrftfonl 

District Municipality: 

fns&t description] 

Other grant providers: 

Jtowfcfes aipSon] 








7600 

- 

* 


— 



























Lr_ 









1 








Total Capital Transfers and Grants 

5 







19291 

1115ft 

11537 

TOTAL RECEIPTS OF TRANSFERS « GRANTS 

_^_ 1 . 

j 

- 


- 

- 

- 


43097 

36 864 

47 727 


2.6.3 Cash Flow Management 

Cash flow management and forecasting is a critical step in determining if the budget is 
funded over the medium- term. The table below is consistent with international standards of 
good financial management practice and also improves councillors and management’s ability 
to understand the cash flow management Some specific features include: 

• Clear separation of receipts payments within each cash flow category: 

• Clear separation of capital and operating receipts from government, which also 
enables cash from ‘Ratepayers and other’ to be provide for as cash inflow based on 
actual performance. In other words the actual collection rate of billed revenue., and 

• Separation of borrowing and loan repayments (no set-off), to assist with MFMA 
compliance assessment regarding the use of long term borrowing (debt). 
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Cash Backed Reserves/Accumulated Surplus Reconciliation 

This following table meets the requirements of MFMA Circular 42 which deals with the 

tabled if? mUn ' C,P u budget in accordance with sections 18 and 19 of the MFMA The 
table seeks to answer three key questions regarding the use and availabiu^ of ca^f 

WCBM IKhate ■ Title M Cart backed rajtw Mfare.i.n.iri.,.. SBIrtl , rai:anI! | lbHn „ 

—I- 


Deftcrfpllon 


R thousand 


Cash and inv estments luafoty n 
Cashfcash equivalents at (he ysarnnd 
OtiW current Investments >90 days 
Non current assets - investocnte 


_Caah and tnvastments aviflabte: 


flppflcalton Of each and 
Unsperu amdfifcmaj transfers 

Unspent tonowtog 
Statutory requirements 

Other wwttig capital requirement!! 
Other provbfena 

twifl tom Investments committed 
Reserves to to packed by 

cash/hvestmenb _ 

Total Application of cash and 
Investments; _ 


Ref 


2013/14 


Audited 

Outcome 


2014H5 2015116 


Audited 

Outcome 


SuiptesfehortfaBj 


Audited 

Outcome 


Current Year 2016/17 


Original 

Budget 


Adjusted 


Full Year 
Forecast 


Pre-audit 

outcome 


2017/16 Medium Terra Revenue & 
Expenditure Framework 


Budget 

Year 

2017/18 


{13836) 

H438 


Budget 

Year+1 

2018/19 


Budget 
Year+2 
201900 


36616 


600 


(0127) 




9727 


630 


(10746) 


(41660) 
42 335 


674 


( 11356 ) 


(10746) 


11302 


(11358) 


12032 


b!Xi Predfcted < " h ““ tavrat “ en,s •>”“ « available at the end of the 

• How are those ftinds used? 

• What is the net funds available or funding shortfall? 


^ Uld . indicate 0* cash-backed accumulated surplus that was/is available A 
s ortfel! is indicative of non-compliance with section 18 of the MFMA requirement that the 
municipality’s budget must be ‘funded’. Non- comoIWe ™* 


Table 36 MBRR Table A8 cash backed reserves/accumulated surplus reconciliation 
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HCO 64 IKhels - Table Afl Cash bached resmves/accumubted surplus recondlfaffim 


Description 

Ref 

2013/14 

2014/15 

mm 

Current Year 2016/17 

2017/18 Medium Term Revenue & 
Expenditure Framework 

R thousand 


Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Abutted 

Budget 

Full Year 
Forecast 

Pre-audt 

outcome 

Budget 

Year 

2017/18 

Budget 

Year+1 

2018/19 

Budget 
Year*2 
2019/20 

— 

Cash and Investments available 












Cashfcash equivalents at Sis year and 

1 

- 

- 

- 

- 

- 

- 

- 

(13838) 

(27880) 

(41 860) 

Other current investments >90 days 


- 

- 

- 

- 

- 

- 

- 

14438 

26518 

42335 

Non current assets - Investments 

1 

_ 



_ 

- 

- 

- 

- 

- 

- 

Cash and Investments available: 



_ 

_ 


_ 

_ 



836 


AoeJIcaffon of cash and Investments 












Unspent randitisnsl transfers 


- 

- 

- 

- 

- 

- 

- 

- 

- 


Unspent borrowing 

Statutory requirements 

2 


- 







' 


Olherwofting capital requirements 

Other provisions 

3 

- 

- 

- 

- 


- 

— 

(9127) 

(10746) 

(11 358) 

Long toim Investment commuted 
Reserves to be batted by 
cashftrvestntenls 

4 

5 

- 


- 

— 

*■ 

— 

— 


" 


Total Application of cash and 
Investments: 



_ 

. 

_ 

_ 




BUSS 


Sumfuefehortfell) 


_ 



_ 

- 

- 

- 

9727 

11382 



From the above table it can be seen that the cash and investments availability total R686 
thousand in the 2016/17 financial year and grows to R 770 thousand by 2018/19, including 
the projected cash and cash equivalents as determined in the cash flow forecast. The 
following is a breakdown of the application of this funding: 

• There is no unspent borrowing from the previous financial years. In terms of the 
municipality’s Borrowing and Investment Policy, borrowings are only drawn down 
once the expenditure has been incurred against the particular project. 

• The main purpose of other working capital is to ensure that sufficient funds are 
available to meet obligations as they fall due, A key challenge is often the mismatch 
between the timing of receipts of funds from debtors and payments due to employees 
and creditors. High levels of debtor non-payment and receipts delays will have a 
greater requirement for working capital, as was experienced by the municipality in 
2012/13 resulting in cash flow challenges. Any underperformance in relation to 
collections could place upward pressure on the ability of the municipality to meet its 
financial obligations. 

It can be concluded that the municipality focused to have a surplus against the cash backed 
and accumulated surpluses reconciliation. The challenge for the municipality will be to 
ensure that the underlying planning and cash flow assumptions are meticulously managed, 
especially the performance against the collection rate. 
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2.6.4.1 Cash/ cash equivalent position 
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The municipality’s forecast cash position was discussed as part of the budgeted cash flow 
statement. A ‘positive’ cash position, for each year of the MTREF would generally be a 
minimum requirement, subject to the planned application of these funds such as cash¬ 
backing of reserves and working capital requirements 

Cash plus investments less application of funds 

The purpose of this measure is to understand how the municipality has applied the available 
cash and investments as identified in the budgeted cash flow statement The detail 
reconciliation of the cash backed reserves/surpluses is contained in Table 22. The 
reconciliation is intended to be a relatively simple methodology for understanding the 
budgeted amount of cash and investments available with any planned or required 
applications to be made. This has been extensively discussed above. 

Monthly average payments covered by cash or cash equivalents 

The purpose of this measure is to understand the level of financial risk should the 
municipality be under financial stress from a collection and cash in-flow perspective. 
Regardless of the annual cash position an evaluation should be made of the ability of the 
municipality to meet monthly payments as and when they fall due. It is especially important 
to consider the position should the municipality be faced with an unexpected disaster that 
threatens revenue collection such as rate boycotts. Notably, the ratio has been strengthening 
for the period 2009/10 to 2016/2017. 

Surplus/deficit excluding depreciation offsets 

The main purpose of this measure is to understand if the revenue levels are sufficient to 
conclude that the community is making a sufficient contribution for the municipal resources 
consumed each year. An ‘adjusted’ surplus/deficit is achieved by offsetting the amount of 
depreciation related to externally funded assets. Municipalities need to assess the result of 
this calculation taking into consideration its own circumstances and levels of backlogs. If the 
outcome is a deficit, it may indicate that rates and service charges are insufficient to ensure 
that the immunit y is making a sufficient contribution towards the economic benefits they 
are consuming over the medium term. For the 2016/17 MTREF the indicative outcome is a 
deficit of R 5 764, which will be funded through the capitalisation of depreciation on new 
assets as well as the revaluation of assets. 

2.6.4.2 Property Rates/service charge revenue as a percentage increase less macro 
inflation target 

The purpose of this measure is to understand whether the municipality is contributing 
appropriately to the achievement of national inflation targets. This measure is based on the 
increase in ‘revenue’, which will include both the change in the tariff as well as any 
assumption about real growth such as new property development, services consumption 
growth etc. 
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This measure must be considered important within the context of the fiinding measures 
criteria because a trend that indicate insufficient funds are being committed to asset repair 
could also indicate that the overall budget is not credible and/or sustainable in the medium to 
long term because the revenue budget is not being protected. 


Details of the municipality’s strategy pertaining to asset management and repairs and 
maintenance are contained in Table 48 MBRR SA34C . 


2.6.4.9 Asset renewal/rehabilitation expenditure level 

This measure has a similar objective to aforementioned objective relating to repairs and 
maintenance. A requirement of the detailed capital budget (since MFMA Circular 28 which 
was issued in December 2005) is to categorise each capital project as a new asset or a 
renewal/rehabilitation project. The objective is to summarise and understand the proportion 
of budgets being provided for new assets and also asset sustainability. A declining or low 
level of renewal funding may indicate that a budget is not credible and/ or sustainable and 
future revenue is not being protected, similar to the justification for ‘repairs and 
maintenance’ budgets. Further details in this regard are contained in Table 47 MBRR 
SA34b. 
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2.8 Councillor and employee benefits 
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Table 40 MBRR SA22 - Summary of councillor and staff benefits 


NC084 iKfteis - Supooritaq Table 3A22 Summary councillor and staff benefits 
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Table 42 MBRR SA24 - Summary of personnel numbers 



2.9 Contracts having future budgetary implications 


In terms of the municipality’s Supply Chain Management Policy, no contracts are awarded beyond 
the medium- term revenue and expenditure framework (three years). 

2.10 Capital expenditure details 

The following three tables present details of the municipality’s capital expenditure programme, 
firstly on new assets, then die renewal of assets and finally on the repair and maintenance of assets. 
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Table 45 MBRR SA34c-Repairs and maintenance expenditure by asset class 


NC084 IKhete ■ Stmporttng Table SA34c Repairs and maintenance oxpendjtiire by asaet data 
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Outcome 
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- 
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W&ter Treatment Works 











Bub Matos 











Disiifcufon 








465 

493 

522 

Distribution Points 











PRV Stations 











CopM Spares 











Sanitation Infrastructure 



- 

- 

- 

- 

- 

52$ 

555 

5$$ 

Amp Stefa? 

Refcufefa? 

Waste Hfeter Treflfmwif Wbrirs 

OutfsflSewe/s 

TototFacffles 

Capitol Spares 








523 

555 

588 


Sold Waste Infrastructure 
















2017/18MTREF Budget74 



























!Kheis Local Municipality _ 2017/18MTREFBu<lget78 

The municipality’s Property Rates Policy has also been reviewed to take into account 
views from stakeholders and other similar Forums. Other budget related policies in 
existence include the following: 

• Budget Policy; 

• Indigents Policy. 

• Tariff Policy 

• Credit Control and Debt Collection Policy 

• Financial Code Policy 

• Cash Management and Investment Policy; and 

• Borrowing Policy 

2.12 Other supporting documents 


Indjgeftthqusoboid peri tmth) " 

tew Cost ofFfw Basts Services (50 kwh par -. 
tmUgB/ithausohottpef month) -- 

Net Service chargee - electricity revenue 



Total Santa ctetyee - water revenue 

: f ; %MS£riMe jin excess o/5 Mfofffnsspwr 

kuSQonf Awwftoti per inanity : , 

; fees Cost of Fm Basis tovfeo# (fi kfioiftrss par 

fwtigMt household pennonth) 

Net Service charges - water revenue 


Total Seryta chteqes - aanltatbn revenue. 

fess Rev&m Forepone (in excess of free sanction 
sefflfce^Afcfl^flowoftc^ 

less Cost of Fm Basts Sendees (6ve santetkut 
sendee totntiqatitlMuSahdttist 
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Total Contributions recognised - capital 
Depreciation * asset Impairment 
Depredafon of Property, Plant* Equipment 
Lease aiurtfealJon 
CapSa) asset Impairment 
Depredatta resuMng bom revaluation of PPE 
Total Depreciation * asset Impairment 


10 

1 


Bulk purchases 
EtectrWty Bulk Purchases 
Water Bulk Purchases 

Total bulk purchases 1 

Transfretndflrenfr 

Cash transfers and giants. 

Non-cash transfers and grants 

Total transfers and grants 1 

Contracted services 
List EsnixS provided by contact 


sub-total 1 

Allocations to organs of state: 

Electricity 

Wafer 

SanRaton 

Other 
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Finance leases (inducing PPP asset 
element 

Total Non currant HaMilttes * Borrowing 

Provisions * non-currant 
Retirement benefits 
Utfc^fmforpmtskxittem 

Refuse tondfll site rehabilitation 
Other 

Total Provisions' non*currecit 


CHANGES IN NET ASSETS 
Accumulated SuratusMJeficftl 


Accumulated SuiptMPeficll}' opening 
balance 

GRAF adjustments 

Restated balance 

Surp)iis/[DdMj 
AppmprbiVxisto Reserves 
Transfers from Reserves 
Depredation offset 
Other adjustments 

Accumulated Surjrius/Oteflcit} 1 

Reserves 

Housing Development Fund 
Cepfel replacement 
Setf-knsurance 
Other reserves 
Revaluation 

Total Reserves_ 2 


TOTAL COMMUNITY WEALTH/EQUITY 


2 
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3536 3 751 3976 

"3536 3751 ZM 

2111 3005 2927 



3 D05 


2627 























Surplca/£Defich} 












































































Table 54 MBRR SA30 - Budgeted monthly cash flow 








































